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June 23, 2004

Via Electronic Filing

Marlene H. Dortch

Secretary

Federal Communications Commission
445 12th Street, SW

Washington, D.C. 20554

RE: July 1, 2004 Annual Access Charge Tariff Filings, WCB/Pricing 04-18

Dear Ms. Dortch:

Enclosed please find the Petition of General Communication, Inc. to Suspend
and Investigate National Exchange Carrier Association, inc. Tariff F.C.C. No. 5,
Transmittal No. 1030, which was submitted to the Federal Communications
Commission on June 16, 2004. In accordance with the Commission’s rules, this notice
and a copy of the Petition are being filed electronically for inclusion in the public record
of the above-referenced proceeding.

Please contact the undersigned if you have any questions regarding this matter.

Sincerely,

John T. Nakahata

enclosure
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Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

In the Matter of

July 1, 2004

WCB/Pricing 04-18
Annual Access Charge Tariff Filings

DA 04-1049

National Exchange Carrier Association, Inc.
Tariff F.C.C. No. 5

Transmittal No. 1030

PETITION OF GCI TO SUSPEND AND INVESTIGATE

General Communication, Inc. (“GCI”), by its undersigned attorneys and pursuant to
Sections 201(b) and 204(a)(1) of the Communications Act of 1934 and Section 1.773 of the
Commission’s rules,' hereby petitions the Commission to suspend and investigate National
Exchange Carrier Association, Inc. (“NECA”) Tariff F.C.C. No. 5, Transmittal No. 1030, which
was submitted on June 16, 2004.>

As GCI demonstrates below, the NECA tariff filing fails to show that NECA has adjusted
its rate development in light of persistent and repeated earnings violations, and thus, raises a
substantial question of lawfulness. NECA’s overearnings have not been just a one-year
_ phenomenon, but have persisted over the past nine years, particularly in the ,switched traﬁic
sensitive rafés. Moreover, NECA’s rate-of-return for special access serv;ces mﬁﬁﬁiwasa
stunning 17.08 percent. It is imperative that the Commission consider and address this issue in
advance of the tariff becoming effective. Once this tariff takes effect, having been filed on 15
days notice, there will be no possibility of refunds as a remedy for overearnings generated for the

period that the instant tariffed rates are in effect. The harm will thus be irreparable.

' 47 U.S.C. §§ 201(b) and 204(a)(1); 47 C.F.R. § 1.773.

2 National Exchange Carrier Association, Inc., Tariff F.C.C. No. 5, Transmittal No. 1030
(filed June 16, 2004) (“NECA 2004 Annual Access Tariff Filing”).



Fpﬂhgr, the NECA tariff filing continues to include unlawful charge§ 7for entrance
facilities. The demand used to calculate these entrance facility charges is excessive because
NECA has been engaging in the unjust and unreasonable practice of charging GCI {and
presumably other parties) for entrance facilities that GCI has not requested and does not use at
end offices where the interconnecting party has collocated its own multiplexing and transport
facilities. The Commission should direct NECA to exclude this unlawful demand from its tariff
computations, and to cease and desist from assessing GCI — or any other party — fees for entrance
facilities that are neither ordered nor used. For these reasons, the NECA 2004 Annual Access
Tariff Filing should be suspended and set for investigation.

L THE NECA 2004 ANNUAL ACCESS TARIFF FILING IS UNLAWFUL
BECAUSE IT FAILS TO REFLECT A NECESSARY ADJUSTMENT IN RATE
DEVELOPMENT TO CORRECT FOR PERSISTENT OVEREARNINGS
The NECA 2004 Annual Access Tariff Filing is unlawful because it does not reflect any

adjustment in its rate development methodology in response to persistent and repeated

overearnings. As a rate-of-return regulated filer, NECA is required to set and adjust rates to

avoid exceeding the Commission’s rate-of-return prescription.® The Commission has explained

that rate-of-return regulation requires that:

3 See General Communication, Inc. v. Alaska Communications Systems, Inc., 16 FCC
Recd 2834, 2836 (1 5) (2001) (“GCI Order™) (citing MCI Telecom. Corp. v. FCC, 59 F.3d 1407,
1414 (D.C. Cir. 1995) ("MCIv. FCC™; Rate of Return Prescription Order, 1 FCC Red at 954,
aff’'d in part, vacated in part, and remanded in part ACS v. FCC, 290 F.3d 403 (D.C. Cir. 2002).



To comply with [the Commission’s rate-of-return] prescription, rate-of-return
carriers estimate “their costs of providing exchange access services and project
their demand for such services for a two-year period in the future ¢e., the
monitoring period or enforcement period). They then file tariffs containing rates
for their access services that they believe, given their estimate of costs and
demand, will result in earnings within the prescribed rate of return at the end of
the two-year forecast period. During the course of the two-year period, rate-of-
return carriers must review how their actual costs and demand calculations
compare to their earlier projections, and make rate adjustments, if necessary, to
ensure that they do not exceed their prescribed rate of return. *

NECA does not appear to be making any changes to its tariff development methodology to try to
adjust for its repeated and consistent overearnings — which span at least each of the last four
monitoring periods. This raises a substantial question of lawfulness.

In its March 2003 monitoring report, revealing its eamings for the 2001-2002 monitoring
period, NECA reported a 12.4 percent return on common line, a 14.52 percent return on special
access, and a 12.62 percent return for switched traffic sensitive traffic (EXHIBIT 4).
Subsequently, in its March 2004 monitoring report for calendar year 2003, NECA reported a
12.35 percent return on common line, while its returns on special access (17.68 percent) and
switched traffic sensitive traffic (13.47 percent) (EXHIBIT 5) increased even further above the
Commission-prescribed 11.25 percent rate-of-retum.

Thls unabated history of overearnings suggests that NECA continues to OVeTﬁate 1ts
member companies® revenue requirement; understate demahd,"of somccombmatwn:efﬂmtwo;
the identification of the problem and its resolution is precisely the appropriate focus of
Commission. The Commission should investigate NECA'’s forecasting methodology, both for
the revenue requirement and demand.

NECA'’s descriptions of its demand development methodology for local switching MOUs

show, for example, that NECA is systematically manipulating its assumptions to bias downward

4 Id at 2836 (Y 5) (internal citations and footnotes omitted) (emphasis added).
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its projections of demand. NECA appears to be including estimates of wireless substitution,
including changes in demand that result from changes in the price of wireless services.’
However, despite a long-term, well-documented decline of long distance prices,’ NECA does
not include a demand response in its forecasts.” NECA feebly explains that it has excluded
demand response because “NECA is unable to determine the degree to which interexchange
carriers (IXCs) will change their rates.”® Yet NECA presumably has no greater knowledge of
wireless prices, which it includes as an independent variable, than it does long distance prices,
which it apparently excludes. This type of “cherry-picking” of assumptions should not be
permitted. NECA can use FCC data to forecast long distance price changes and resulting
demand changes. Should these lead to demand estimates that are too low, NECA can always
update its tariff later to increase its prices, to the extent it can show that demand is lagging.’
There also is no way, from the data supplied by NECA with its tariff, to meaningfully
evaluate its revenue requirement calculations. NECA’s revenue requirements for the cost
companies (Groups B and C) are based on data supplied by the participating companies, which
are not available for public scrutiny.'® Indeed, NECA gives participating companies the option

of developing their own forecast data or providing budget and separations data to NECA for

> See NECA 2004 Annual Access Tariff Filing, Volume 3 at 6 n. 6.

® See “Trends in Telephone Service,” FCC Wireline Competition Bureau, Industry
Analysis and Technology Division at Table 13.4 (May 2004).

7 See NECA 2004 Annual Access Tariff Filing, Volume 3 at 2.
8 Jd, Volume 3 at 2 n.2.

® NECA’s offer to update its tariff in the event that long distance carriers announce price
changes is an empty promise. Long distance carriers change prices all the time by introducing

new calling plans and promotions. NECA does not indicate that it actually monitors those plans,
nor is it likely that it could do so meaningfully.

10 See NECA 2004 Annual Access Tariff Filing, Volume 1 at 11.
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NECA to forr¢<7:7a?svt._l_] Although NECA states that it analyzes th]S dratgwagairnit pistorical growth
trends,'? analyzing year-over-year growth simply allows overearnings to perpetuate into the
future. Nor is data presented in any way that allows the carriers that will be gouged to actually
review the calculations: Volume 2, Exhibit 5 presents raw data on historical revenue
requirement, but without the many adjustments that NECA subsequently makes to calculate
actual revenue requirement. Moreover, NECA does not present its adjustments on a year-by-
year basis, so there is way to determine whether these forecasts have been generally reliable.
While this type of “trust-me” approach might have been appropriate when NECA was
subject to overearnings refunds, these scanty justifications cannot be considered sufficient when
there has been consistent overearning and refunds are no longer available. Notably, NECA
purports to target its test period rates to the 11.25 percent authorized rate of return. But NECA
claimed to have done so in each of its annual tariff filings over the last eight years, and that has
not prevented overearnings in each of the last four monitoring periods. NECA’s own final
monitoring reports for 1995-1996, 1997-1998, 1999-2000, and 2001-2002 all report overeanings

in excess of 11.25 percent in at least two of the three traffic categories, with unabated

overearnings in the switched traffic sensitive category.

Taen -

! See id., Volume 1 at 11 n. 27.
12 1d, Volume 2 at 10-11.



Monitoring Common Special Switched Traffic Total Interstate
Period Line Access Sensitive Access
1995-1996"° 10.79% 11.41% 12.22% 11.46%
1997-1998'* 11.31% 9.69% 13.67% 12.28%
1999-2000'° 11.44% 11.48% 12.34% 11.81%
2001-2002!° 12.05% 12.57% 12.76% 12.71%
20037 12.35% 17.08% 13.47% 14.45%

Likewise, the 2003 monitoring report shows that the level of NECA’s overearnings is increasing
over time. Accordingly, NECA’s efforts to “target” its rates to the authorized rate-of-return
apparently have not been successful.

Pre-effectiveness review is now the only means that the Commission has to protect
consumers against unjustifiable rates filed under streamlined procedures. In light of the court’s
decision in ACS v. FCC, “the pre-effective review of tariff filings protects against the imposition

18 a5 the court expected. Because of that

of unjust and unreasonable practices and rates,
decision, no retroactive refund liability can be imposed in connection with a tariff that has been
“deemed lawful” pursuant to Section 204(a)(3) of the Act. That is, if a tariff is properly filed on
15- or 7-days notice, and the Commission takes no action against the tariff before it goes into

effect, then only prospective relief may be available for any provision in the tariff that is”

subsequently found to be unlawful. Moreover, the Commission’s complaint process would not

13 EXHIBIT 1.
4 EXHIBIT 2.
3 EXHIBIT 3.
¢ EXHIBIT 4.
7 EXHIBIT 5.

18 GCI Order, 16 FCC Red at 2857 (4 58); Implementation of Section 402(b)(1(4) of the
Telecommunications Act of 1996, Report and Order, 12 FCC Red 2170, 2183 (1997)

(“Streamlined Tariff Order™).




be completed in less than six months, and would be further hampered by the need to obtain
discovery as to NECA'’s calculations and processes, none of which is presented in a transparent
manner in its tariff filing.

Thus, consumer injury will be irreparable and irremediable. Inthe past, if the
Commission failed to suspend a tariff, a customer could be protected to some extent by the later
ability to claim damages for overearnings. Today, if the Commission fails to suspend a tariff,
then a customer may face irreparable injury.!® Thus, a filer’s recent eamings history can raise a
substantial question of lawfulness that requires suspension and investigation when that filer
evidences no corrective measures in its rate development to avoid history repeating itself.°

The Commission’s rate-of-return prescription remains in place and in full force and effect,?! and

as the court acknowledged, prescribed rates of return are “a means to achieve just and reasonable

19 Previously, Commission decisions not to suspend were considered to be interlocutory
because the customer retained the complaint remedy for damages. See Aeronautical Radio Inc.
v. FCC, 642 F.2d 1221, 1248 (D.C. Cir. 1980) (finding that customer protection through the
complaint process “alone suffices to render the FCC order norrfinal and unreviewable™), cert.
denied, 451 U.S. 920 (1981); see also Nader v. CAB, 657 F.2d 453, 456 n.10 (D.C. Cir. 1981),
Papago Tribal Util. Auth. v. FERC, 628 F.2d 235, 240 (D.C. Cir.) (f'mdmg that the acceptance of
a rate filing has been characterized as “decid[ing] nothing concerning the merits o -
merely reserves the issues pending a hearing”), cert. denied, 449 U.S. 1061 (198 ¢
Section 204(a)(3), decisions not to suspend can no longer be considered nonreviewable,

20 To the extent that the Commission has previously concluded that “it is usually
difficult, if not impossible, to determine, at the time a tariff is filed, whether the rates set forth in
the tariff will produce earnings within the prescribed rate of return at some defined point in the
future” (GCI Order, 16 FCC Red at 2857 (4 57) (citing MCI v. FCC, 59 F.3d at 1415)), it will
not be possible to conclude that a tariff is lawful during the pre-effective tariff review process.

21 MCIv. FCC, 59 F.3d at 1414 (“We have repeatedly held that a rate-of-return
prescription has the force of law and that the Commission may therefore treat a violation of the
prescription as a per se violation of the requirement of the Communications Act that a common
carrier maintain ‘just and reasonable’ rates™); Amendment of Part 65, Interstate Rate of Return
Prescription: Procedures and Methodologies to Establish Reporting Requirements, Report and
Order, 1 FCC Red 952 (1986) (“Rate of Return Prescription Order™), recon. denied, 2 FCC Rcd
5340 (1987); see also 47 U.S.C. § 205.



22 The Commission should not hesitate to suspend and investigate NECA’s tariff to

rates.
enforce that earnings prescription. Otherwise, its prescription will be meaningless.

1L NECA HAS FAILED TO CHANGE ITS UNLAWFUL ENTRANCE FACILITY
CHARGES

NECA has also unlawfully failed to change terms of its tariff following the Second MAG
Order.”> As a result, NECA members are permitted to exercise market power to charge
competing providers of transport for entrance facilities that they do not use. In lieu of such
charges, NECA should be tariffing a cross-connect, as the Second MAG Order makes clear.
NECA has not done so. At a minimum, NECA must eliminate charges for entrance facilities that
its members do not actually provide.

Using its rights under Section 251 of the Communications Act, GCI has collocated in
three end offices operated by NECA Traffic Sensitive Tariff participants, ACS of Fairbanks, Inc.
(“ACS-F”) and ACS of Alaska, Inc. (“ACS-AK”) (collectively “ACS™).%* Under its Section 251
interconnection agreements, GCI pays ACS for all collocation-related facilities and services,
including the rental of the collocation space, power, and necessary heating and air conditioning.
GCl also pays ACS for necessary cross-connect cables running from the main distribution frame
to GCI’s collocation cage, and from the trunk ports on ACS’ switch to GCI’s collocation cage.

GCI provides switched access services using its collocation space to interconnect its own
multiplexing and transport facilities to a cross-connect running to a trunk port on ACS’ end

office switch. At present, GCI uses this arrangement of its own transport facilities cross-

22 4CSv. FCC, 290 F.3d at 411 (citing Nader v. FCC, 520 F.2d 182, 203 (D.C. Cir.
1975).

23 Multi-Association Group (MAG) Plan for Regulation of Interstate Service of Non-
Price Cap Incumbent Local Exchange Carriers and Interexchange Carriers; Federal-State Joint
Board on Universal Service, Report and Order and Second Further Notice of Proposed
Rulemaking, CC Docket Nos. 00-256, 96-45 (] 31) (rel. Feb. 26, 2004) (“Second MAG Order™).

24 These end offices are Globe, Juneau-Main and Sterling.

8



connected to ACS’ end office switch to deliver interstate traffic to ACS for termination.?> When
GCI uses its own transport facilities interconnected to ACS’ end office switch through a
collocation space and a cross-connect, GCI neither orders nor uses any ACS entrance facilities.

Nonetheless, NECA has consistently claimed that its tariff requires ACS to impose these
superfluous entrance facility charges regardless of request, need or use. Indeed, with respect to
switched access entrance facility charges in particular, NECA has relied on its tariff, which states
that “[t]his charge will apply even if the customer designated premises and the serving wire
center are collocated in a Telephone Company building.”?®  Now, in its 2004 annual access tariff
filing, NECA has once again included demand for entrance facilities — even when members of
the NECA pool do not provide the transport — into their demand projections, stating that “One
flat-rate charge applies for each Entrance Facility that is terminated at a customer-designated
premises even when the customer’s serving wire center and customer-designated premises are
collocated.”’ |

The inclusion of this demand is in conflict with the Commission’s reasoning in the
Second MAG Order. In that Order, the Commission responded to GCI’s concerns about NECA’s
practice by Aclarifying that “a rate-of-return carrier wishing to geographically deaverage transport
or special access rates must establish a cross-connect element providing for interconnection and
may not charge collocated providers for entrance facilities or channel tefminaﬁohs"%hen the

entrant provides its own transmission facilities.”®® Importantly, this policy makes sense even in

23 The same GCI collocation arrangements and cross-connects are used to deliver
terminating intrastate traffic to ACS. ACS delivers originating interstate traffic to GCI’s point of
presence over transport facilities that GCI purchases from ACS pursuant to ACS’ access tariff.

26 NECA Tariff F.C.C. No. 5, § 6.1.3(A)(1), 3rd Revised Page 6-8.1.

27 See NECA 2004 Description and Justification, Volume 5, Section 2 at 4 (emphasis
added).

2 Second MAG Order at § 31.



those situations where the rate-of-return ILLEC does not seek to geographically deaverage its
transport rates. As the Commission recognized, “a rate-of-return carrier that could assess such a
charge for the combined facilities” even when a collocated carrier neither orders or uses those
facilities “would still clearly possess some degree of market power, and would be attempting to
use that power in an anti-competitive manner.”?® That is the case in Fairbanks and Juneau
today, where ACS-F and ACS-AK continue to assess GCI through the NECA Tariff F.C.C. No.
5 for entrance facilities that GCI does not want or need.

The unjust and unreasonable imposition of these charges for superfluous entrance
facilities impermissiblyvdistorts the calculation of proper rates for channel terminations and
entrance facilities. As applied to the facilities GCI has neither ordered nor used, the rate is
excessive because no charge is warranted. Moreover, because entrance facility rates are
calculated by dividing the revenue requirement by projected demand, these added entrance
facilities unjustly increase the projected demand and decrease rates. This means that, with all
other factors held constant, rates for entrance facilities actually ordered and used are too low,
distorting and harming competition in interstate transport.

In short, NECA Transmittal No. 1030 includes rates for entrance facilities that are unjust
and unreasonable under Section 201(b) of the Communications Act because they are calculated
using demand projections based on the unj;ust and unreasonéble practice of charginngCl a;rid
other competitive carriers for entrance facilities that they neither order nor use. These unjust and
unreasonable charges for entrance facilities must be excluded from the demand quantities used to
calculate NECA’s annual access tariff, and the tariff must be recomputed. Moreover, in order to
prevent NECA carriers from adding insult to injury by recomputing the rate and then continuing

its unjust and unreasonable practice, the Commission should order NECA carriers to cease and

29 Id
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desist charging for entrance facilities that are not ordered or used, consistent with the reasoning

of the Second MAG Order.

CONCLUSION
Based on the foregoing, NECA Transmittal No. 1030 raises substantial questions of
lawfulness, and the Commission should suspend and investigate the tariff in its entirety.

Respectfully submitted,

By: /s/ John T. Nakahata

Tina Pidgeon Maureen K. Flood*

Vice-President — : HARRIS, WILTSHIRE & GRANNIS LLP
Federal Regulatory Affairs 1200 Eighteenth Street, N.W.

GENERAL COMMUNICATION, INC. Washington, DC 20036

1130 17" Street, N.W., Suite 410 (202) 730-1300

Washington, DC 20036

(202) 457-8812 Counsel for General Communication, Inc.

* Telecom Policy Analyst

Dated: June 23, 2004
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CERTIFICATE OF SERVICE

1, John T. Nakahata, hereby certify that a copy of the foregoing Petition of GCI to
Suspend and Investigate was delivered by facsimile transmission, unless otherwise indicated, on
the 23" day of June, 2004, to the following parties:

Tamara Preiss Bill Cook

Division Chief Director, Access Tariffs & Planning
Pricing Policy Division National Exchange Carrier Association
Wireline Competition Bureau 80 South Jefferson Road

Federal Communications Bureau Whippany, New Jersey 07981

445 12" Street, S.W., 5-A225 FAX: (973) 884-8082

Washington, D.C. 20554
Qualex International*

Judy Nitsche* Portals II

Assistant Division Chief 445 12" Street, SW
Pricing Policy Division Room CY-B402

Wireline Competition Bureau Washington, DC 20554 -
Federal Communications Bureau

445 12% Street, S.W., 5-A223 * Also delivered via email.

Washington, D.C. 20554

Raj Hannan*

Pricing Policy Division

Wireline Competition Bureau
Federal Communications Bureau
445 12" Street, S.W., 5-A221
Washington, D.C. 20554

John T. Nakahata
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EXHIBIT 1




DR T SRR T e ———— |

; 5 ()F}l(;'pdl\l_ - REGEIVED.

e ' ONAL EXCHANGE SEP 30 1997
- . R ASSOCIATIO
100 South Jefferson Road - gamm
. . Whippany, New Jersey 07981 Executive Direcior
TR 201/884-8070 Rales, Costs & Average Schedules

Septhber 30, 1997

Federal Communicatiocns Commission
1919 \M Street, NW
Washington, DC 20554

ATTE*TION: Common Carrier Bureau

SUBJECT: Rate of Return Report, Form FCC 492

To Whom it May Concern:

Attached please find, in accordance with Part 65.600 of the
Commission's Rules, two copies of ¥Form FCC -492,. Rate of Return
Report covering the cumulative period from January 1, 1995 through
Dec r 31, 1996 for the common line and traffic sensitive pools
admi istered by NECA.

If tﬂere are any questions regarding this, please call.me.

Sinc:fely,

jbk
Enclasures




FEDERAL COM_M UNICATIONS COMMISSION

RECEIVED -

Washington, DC 20554 SEP 30 1997
1. Name and Address of Reporting Company 2. Reporting Puriod )
. "iionel Exchange Cerricr Associstian (a) Quarterly Period Coverad: oFRE
. .00 South Jefferson Road From: Ta:
Whippeny, NJ 07981 () Cumulative Period Covered:
From: 01/95 Ta: 12/96

FCC 492 RATE OF RETURN REPORT

Common Line Poal (Read Instructions on Reverse Before Conipleting)

Dollar Amounts Shown in Thousends
3. Particulars Common Linc
Current Quarter Cllll'lllilﬁve

1. Total Revenues N/A £2.026.630
2. Total Expenses and Taxos N/A $1.670,325
3. Oper. Inc. (Net Rotum)(1-2) N/A $356,305
4. Ratoc Baso-(Avg Net Invest.) . N/A £1,651946
5. Rate of Retum (3/4) Anoualized N/A 10.78%
6. FCC Ordered Refund -

Amortized for Current N/A 0

Period (sec Instr. )’

'. Net Retumn (incl. effect of N/A $£356,305

FCC Order Rofund) (346}
8. Rete of Retum (ool. effect of FCC N/A 10,78%

Order Refund) (7/4) Anouslized
4. Multipticative Factar Used for Annualizing Rato 0.5000

Of Retum for Camulative Measurement Period
$. Total Out-of-Period Adjustemont (See lnstr. L) $0

6. Certification: | certify that 1 am the chicf financial officer or the duly assigned accounting officor: that | have examined tho foregoing report;
that to the best of my knowledge, information, and belief, all statoments of fact contained in this report are trus and this report is'a cofrect statoment
of the businoss and affeirs of tho above-named respondent in respect to each and every mattec sci forth thorein during the spocified period.

Date Typed Name of Person Signing

9/30/97 ___Fonaki E. Cook

Title of Person Signing

Executive Director, Finance & Planning

WILLFUL FALSE STATEMENTS MADE ON THIS FORM ARE PUNISHABLE BY FINE ANDYOR IMPRISUNMENT (U.S. CODE, TITLE 18,
Section 1001), ANDVOR REVOCATION OF 'ANY STATION LICENSE OR CONSTRUCTION PERMIT (U.5. CODE. TITLE A7, Seation 31 Xa) 1))

AND/OR FORFETTURE {U.S. CODE, TITLE 47. Stction 503).

FOC 492

Iiarch 1993




e -

General fnstructiots

A

“This tppont is presanbed undsr authority of Sections 4i), 4(f) and 205 of the
Communications Aci:ef 1934, as amended. FCC 492 shall be Bled in
duplicain with the Federal Cammunications Commission. Wmashiington.

.+ DC. 20554, o jater than three (3) months after the end of the reponing
“quaner by ull S84l exchang companics filing individual acecss ariffs with

the Commussion. ,

'ﬂ!dluﬁullbeampuduMImﬁMmdlMumuﬁﬂ‘&
Ap additiona$ six (6) months from the initial due data will be abiowed for
SAITiers 10 correat their compicis enforeapent period report.

Al inatructing thall be followed. All questions and statements mst be
complesed I proper answer s "m"or"mtuppi_iuble". insert that
amwer,

Any dats that requires clarification ahwubekapueq-pdﬁllxmhmed
in the Remarks section bejow. 1f the spaow provided i i for the
rquireddmnrhismtmuwyud-nbhwmw
siatements or schecules, the intert pages shouid include the name of the

and the time period coversd. in 2 style conforming ss nearly as
practicable 10 that appearing on Lhe regular page.

All Amounms of money thall be in the thousands of doliars. Lesses of other

negatve rerns shall be shown in parenthesis. Rates of revamn shall be shown
o the noaren hundradth.

Revenues should include only rovenues camed during the report period.
CuunﬁmidabonﬂeaudyﬂmmMmﬂuupnﬂpmd.

Rates of retiarn on a quaricrly basis shall be amualized with s muhiplicative

facior ol 4.

Intersise 10 raie bass, cxponsen and sevenucs shall be based
upon FCC Dacket 19129 and other relovant Commission ordera, if

applicabls to the reporting entify.

Spocific Instructions (referenced to Kem numbers on form)

L

fiem 3 Particuiars

Line 1 - Total Revesmes - (asmned during the repen period) shall inchude
service fevemues. iniersnt during il applicable, and
miscallancous operating sevenues kess

:a8 reported to NECA .
Line 2 - Totl Expenstas and Taxes - shall include operaling expenscs.
deprecistion. amorization, other expenses. intermuate allowances and
dizallowances if applicable, as well as 2} taxes,

Line 4 - Rz Bese - Average Net Invesiment - shali include sccouns 100.1.
100.2. 1003, 1004, 122, 171, 172 and 176. Compuiations shall be
calculatond by taking the sum of the average nat invesument for 2§} months in
2 Tcporting pesiod and dividing by the mumber of montha in the reponing
period, iasions from this methodology shouid be focinoted and
docurmenied in the Remarks section Belew.

Line & - Use the following table 10 calculst the afier tax sffect of an FCC
ordercd refung: - .

" Comnmunicstions Commission. Informat
Washington, D.C. 20354, ang to the Office of Information and Regul

1. FCC Ordered Refund-Toual
3. Refumd for Period (amontized)
). Tax Raie
4. Refund Adjnsed for wxes
. H} minus line 3) muliplied by line2| - ~ —
(Exnter this smount)

K dtm § - Multiplicative Factr for Cumulative Meastremen - rates of retum for th:
aurmulstive messursrpent period shall be annualized with the sppropriate muhiplicstive
factor and shown in item 4, .

-period -
Thoss adjustments having an anmualized 10 basis points or teors impact within the thee: -
enforcement categories {common line, special access, awitched truffic swwilive}. .
conjunction with the 10 basis point threshoid. carners need oaly repon rowoacy .
adjpmments above the following xmounts:

$1.000,000 for cormmon line revenues
5300,000 for special sccess revenves
5300,000 for switched traffic sensitive eategaries

Out-ol-petiod adjustments from prior endorcement periods identified more than ain
monihe afler the prior enfbroemen pertods have ended should be shown separaiely in th
Rerarics section if (1) a compery'’s rate of return for an enforcemem category wes withi
10 basis points of & refsnd situation and (2} will cause the prior rats of retum o g
above jis Allowed maxirmmn. In sach case, the approprists enforcemont poriods shouk
be clascly indicated.

e Tl o repicry reomeiies i Tespom o vwin woe
o ]

service under Title I of the Commmumications Act of 1934, 22 smnended.  Informmatios
Fom the FCC 492 s used, for example, to mezsure whathar the rase of retern vamed b
the cwrvicys excesds the limits imposed by the commisslon, and sslecied data from b
FOC 492 arw tabuslatod andt ralessed by the Commission. Your respomse is mees2: 4

¢ fasory
Office of Managemem and Budget, Paperwork Reduction Project (3060-0355°
Washingron, D.C. 20533, :

The forepoing Notice is required by the Privacy A of 1974, P.L. 93-579, December 3 ©
1974, 5 U.S.C. S52a)e)3), and the Paperwork Reduction Acs of 1980, P.L 96.51:
44 US.C. 3504(cX3)

REMARKS
See Attachment

FCC 452

March 1993
Instruct

tons




Additional Statements

- Page tof2
National Exchange Carrier Association, Inc. Quarterly Period Covered

100 South Jefferson Road from: N/A

Whippany, NJ 07981 Cumulative Period Covered

from: 01/95 to 12/96

Common Line Pool Form 492
sddifional Staf i

Pursuant to Section 65.600 of the Commission's Rules and the Commission's Order FCC
97-83 released March 12, 1997, NECA is submitting cumulative period Rate of Return
information for the Common Line Pool for the period January 1995 through December
1996, as of the August 1997 settlement view.

Al of the individual line items on Form 482 include estimates and are subject to further:
adjustments, as Exchange Carriers revise data. The amounts in this report require the
following additional explanations;

1) This Common Line-only pool report supplements data contained in NECA's
combined Common Line/Traffic Sensitive pool Form 492 Report. Common Line
data contained hersin is duplicative of the data contained in NECA's 'combined
report and the combined reports of individual exchange carriers. that participate in
NECA's Common Line pool but not its Traffic Sensitive pool.

2) Eighteen companies converted from average schedule settiements lo cost-based
settiements during the cumulative period. These conversions affect the levels of
expenses and invesiment associated with the Common Line Pool during the
reporting periods.

3) The 1994 Modification of Average Schedules was effective beginning July 1, 1894,
the 1995 Modification of Average Schedules was effective July 1, 1895 anci the:
1996 Modification of Average Schedules was effective July 1, 1996.. These
formulas are the basis for total payments to average schedule companios inthe
current penod which are included, along with Category I.B NECA administrative
expenses, in line 2 of NECA's Form 492,

4} Some cost company reported expenses and investments included in NECA's FCC
492 report are based upon estimated data. Historically, expense and investment
- levels increase as companies begin reporting actual data. Considering this, it is
expected that the rates of retumn reported on NECA's Form 492 report wﬂl decline

as the companies update their studies.

5) The report revises pool seltlements data as directed in the Commission's Order
FCC 97-83 released on March 12, 1997. The revisions are based on the following:




6)

Additional Statements
T Page 2 of 2

(1) companies that reach a 25% SPF remain at that level in future studies; (2)
companies involved in a merger or acquisition use a 25% SPF beginning on the
effective date of the transaction; (3) companies with a frozen SPF below 65%
complete the transition to 25% by 1993; and (4) companies with a frozen SPF
above 65% complete the transition by 1997.

The report includes cumuiative period rate of retumn data reported to NECA for 1264
study areas that participated in NECA's Carrier Common Line tariffs throughout the
menitoring period. Actual cost and average schedule settiements information is
used for the study areas in the report. Revenues for these study areas are derived
using the pool realized rate of return.




Approvad by OMBE 306835
- Washington, D.C. 20554 i Exires 43095
1. Name and Address of Reporiing Company 2. Reporting Period

-(8) Quartorly Period Covered B
Mational Exchange Carrier Association From: To:
100 South Jefferson Road {b) Cumulative Period Covered:
. -_Whippany, N7 07981 : From: 0195 To: 1256
T FCC 492 RATE OF RETURN REPORT
NECA TadiiI Peslicipants {Read Insiructions on Reverse Before Completing)
. Doller Amounts Shown in Thousands —
3. Particulars : (A) Interstale Acceas (B) Common Line_- {C) Special Acoess
Cunent Quarter | Cumulative | Curront Quarior § _ Cumulative | Cument Quarter { _Cumulstive
1. Total Revenves N/A ] $2,793,603 /A 81.174,?12 NA 599,167
2. Total Expenscs and Taxes WA $2,428.426 N/A 5999456 WA $86431
3. Oper, Inc. (Net Retumn) (1-2) N/A $365.1717 N/A " $174.786 NA $12,736
4. Rate Base-(Avg. Net Inveat) N/A $1.593,063 N/A $810.125 N/A $55,788
5. Rate of Retum (%) Annualized . NA 11.46% NA ' 10.79% NA HA%
6. FCC Orderod Rofund- ’
Amortized for Current o N/A S0 NIA 50 N/A $0
Period (scc Instr. T) : :
7. Net Retum (incl. offect of N/A " $365,177 N/A $174,786 N/A 312,737
FCC Order Refund) (3+6)
8. Rate of Return @@nel. effect of FCC | N/A i146% N/A 10.79% N/A 11.41%
Ordor Refund) (7/4) Annualized
Swiiched Traflic . Traflic Sensitive
3. Particulars - Total
o - : [Current Quartor.]  Cumulative | Current Quarter | Cumulative 1
. Total Revenves N/A 51320,194 NA £1,619,361
2. Total Expenses and Taxcs N/A £1342,539 N/A $1,428 970
3. Oper. Ina. (Net Retum) (1-2) N/A S1774655 NA $190,391
4. Ratc Base~{Avg. Net Invest) N/A $727,148 NA $782.92_¥6
5. Rate of Roturn {%4) Annualized NIA 12.22% N/A 12.16%
6. FCC Ordered Refund- : ’
Asmartized for Curront \ N/A $0 NiA $0
Period (ses Insts. I} '
7. et Retum Gnel, effioct of N/A " 5177655 WA s1s301
FCC Order Refund) (346)
8. Rate of Return (inct. effect of FCC N/A 1222% N/a 12.16%
Order Refund) {7/4) Annualized
7 Ratos of Rehurn for fhe Swilched Traffic Sensifive Cais 3 Multipleative Factor Usod for Annualizing Rate
(a) Current Quarier (b) Cutnulative of Retum for Cumulstive Measurement Period 0,5000
. 6. Tolal Owt-of-Petiod Adjustment
NA ‘ 12.22% (zec ingtruction L) 30

7. Cerlificatian: 1 certify that 1 am the chicf (inenoial ofiicer of the duly assigned accounting oflicer: that T have cxmiined the foregoing report,

that fo the best of my knowicdge, informetion, and belief, all statements of fact contained in this report are true and this report ix a correct stalement
of the business and afJairs of the above-nemed respondent in respeot to cach and every matter sct forth therein during the specified | period.

Date Typed Name of Person Signing Title of Person Signing Signature

9/30/37 Ronald E Cook Executive Director, Finanee & Planning /£ M

WILLIUL FALSE STATEMENTE MADE ON THIS FORM ARE PUNISHABLE 8Y FINE ANDVOR IMPRISONM ENT (U.S. CODE, TITLE 18, Section 1001}, AND/OR REVOCATION OF ANY
STATION LICENSE OR CONSTRUCTION PERMIT (U_S CODE, TTTLE 47, Section 31 {s)(1]). AND/OR FURFEITURE (U_S. CODE, TTTLE 47, Sestion 303). FOC 493 Masch 1993




Genernl Instroctions

A This repon 1 proscribed under autharity of Semm 4(:) 4(§) and 205 of the
Communicalions Act of [934, ss smended FCC 492 shall be fled in
wwmmru«acmcmm Washington,
D.C. 20554. not later than three (J]Muﬂsh«uﬂofﬂmmﬁx
quaner by all local exchiange companias filing individual sczess Lanfls
the Comumision,

B. The dats shall be aggregated at the jurisdictional levels a» the 1aniffs.
An ndditional six (5) months &mumm'n-ldnedm.mube-nnmdfq
carTiers o coreet theie enforcement period report.

.oAlli shall be folfowed. All matemenzs muast be
¢ c?m:‘t::.n prﬂpg'l Mh is nmm:u'?‘n: applicable”, insart that
nswer.

. Any daus that requires dmﬁcwmmuhfonumdmdfullym!md
P in the Remarks section below. 1 the space provided is inaufficient for the
aquwddnawnumemudunbhlommmu
x:aunmmsmmt-.lhnnﬂﬂﬁdwldmlhemofh
and the time period covered, in 3 style conforming as nearly as

respondent
praciicable 1o that appearing on the regular page.

E. ANl Amounts of money shall be it the thousands of dollan. Losses or other
mm!ullh:immpum Rates of revurn shalf be shown
10 the nearest hundraddh,

. d inclade revenuss camed during the reparn period.
F gzimmmﬁuMmemm

G. Rnudmmmlqundyhuumﬂhmwwuhnmmphm

factor of 4.
H. interstiie adinsiments 10 rats buse, expenses and revenues shall be based
u';aon £CC 19129 and olher relevart Comunission onders, of

applicable Lo the reporting eatity.
Specific lnstructions (refarenced to ftem nenibers on form)

1. ltem 3 Particulars

Intersuse Access. CnlumAlhw!d-quhhmufeahuw-

trough auTent QUaTIE: and curplative pariade. Likewise,
Ldrﬁm Mldtqnlﬂuwultudlmnd'hm
of columns B through F,

Line t » rmm.(mmmmw)mmw
service revenuen. iotcrest during comruction. il applicable, and
miscelianeoun opersting pevenues less tncolleciibles.

and Tases - shall ¢ Perating €xp
L.:;:z - Toul! Expenses i o
dsmmwmdlppbabkuwdlnlum
Lincd- RneBm-AwNﬂhvmu Mbcludawum IOOI.
100.2. 1003, 1004, 122, 171, 172 and 176. Compuiations shail

Seaels

calculazed by the sum of the nwmmhﬂlmﬂ
a reporit u&mwmm«m::mm
penod. fom this methedology should ba footnoied and
dmmﬁbmnmhmm

Line § - Csathe. Mlﬂtwmmﬂwm-ﬁddmm
m&ﬂ-&

1. FCC Ordered Refund-Totsl

2. Refund for Period {amortized)

3. Tax Rate

4. Refund Adjusied for waxes
1 minus fine 3) multiplied by line 2}
{Enter this amount)

Jitem 4 - RtmofkmfwhWTnﬂhsm&m
cakufated and entered in lem 4 on the form.  Swiiched traffic seroiive co, F
mlmx Jocal awi information ad local trangport. . L)

insercept,
line texmination, awit: For
"W'mnuonmmld;?‘ndudedwm‘ mﬂmmm

K.lem 3 - Multiplicative Factor for Cumulative Measwrernens - rutes of setu for 1
cumslstive measurament pariod shadi be snnualized with the sppropriate muliplican

factar and shown in item 5,
L.tteen 6 - Totsl Out-of-Period Ad Report total out-of-period adjiemonts 1
. mwmum

mduplmdnmnﬂnm:emu\hehw out-ol-period adiusments »
-d;mhm;mmmlmdl Mpmormmpmwlmwdr

by mmnommm caiers need only m“)'

@ ion M

onjuNct e & Tepart

$2.000.000 for common line revenues
5300,000 for special access revemses
$300,000 r«-mmmm

Out-of-period adjtstments from prior enforoerment periods identificd than
mauhwwmhummum:wh:

hove maxienurn. In each case, the appropriats periods shot.
be clearly indicated.

Nn&cum-FCCAnllmdelbm&Cmmi
1 imemate telopho

u-dmfnlﬁniu?dnuy ss with respect

sr:"vwemdu‘l‘dhn the Commumcations Act of | 934, as axended. [aformen
the cartiens exceeds the limits impassd by the commission, aad sclected data frim 1
FCC 492 ars tabssiated and relessad by the Conmmission.  Your reaponss is mandstix

nﬁcmmhh eoliection of information is estinated to svorage # hou
pﬂmmhﬁn‘m hmmlﬂcﬂd L&

Alfairs. Office of and
Weshingion, B.C. 0353,

The foregoing Notics is muﬂbyd\chvlwmﬁwﬂ.ll.ﬂdﬂm
1974, 5 U.8.C. 152(a)XeXI), and the Paperwork Reduction Acl of 1930, P.L. 96-3:
44 US,C.3504(<)3).

"’”1;"‘ “ .
See Attachment

FCC 492
March 1993
Instructions




Additional Statements

Page t of 2
National Exchange Carrier Association, Inc. ' Quarterly Peric;a"bovered
100 South Jefferson Road from: N/A
Whippany, NJ 07981 Cumulative Period Covered

from: 01/95 to 12/96

NECA Tariff Participants Form 492

Pursuant to Section 65.600 of the Commission's Rules and the Commission's Order FCC
97-83 released March 12, 1997, NECA is submitting cumuiative period Rate of Retum
information for the Common Line and Traffic Sensitive categories for the period January
1895 through Dacember 1996, as of the August 1997 settlement view.

All of the individual line iterns on Form 492 include estimates and are subject to further
adjustments, as Exchange Carriers revise data. The amounts in this report require the -
following additional explanations: '

1)

2)

3)

4)

Eleven companies converted from average schedule settlements to cost-based
settlements during the cumulative period. These conversions affect the levels of
expenses and investment assoclated with the Common Line and Traffic Sensitive
poois during the reporting periods.

The 1994 Modification of Average Schedules was effective beginning July 1, 1994,

~ the 1995 Modification of Average Schedules was effective July 1, 1995, and the

1996 Modification of Average Schedules was effective July 1, 1996. These
formulas are the basis for total paymenis to average schedule companies in the
current period which are included, along with Category 1.B and I.C NECA
administrative expenses, in line 2 of NECA's Form 492, )

Some cosl company reported expenses and investments included in NECA's FCC
492 report are based upon estimated data. Historically, expense and investment
levels increase as companies begin reporting actual data. Considering this, it is
expected that the rates of return reporied on NECA's Form 492 report will decline
as the companies update their studies, o

The report revises poo! settlements data as direcled in the Commission’s Order
FCC 97-83 released on March 12, 1997, The revisions are based on the following:
(1) companies that reach a 25% SPF remain at that leve! in future studies; (2)
companias involved in a merger or acquisition use a 25% SPF beginning on the
effective date of the transaction; (3) companies with a frozen SPF below 65%
complete the transition to 25% by 1993; and (4) companies with a frozen SPF
above 65% complete the transition by 1897,




5)

6)

Additional Statements
Page 2 of 2

The report includes cumulative period rate of return data reported to NECA for 1137
study areas that have pariicipated in both NECA's carrier common line and traffic
sensitive tariffs throughout the monitoring period. Actual cost and average
schedule setllements information is used for the study areas in the report.

Revenues for these study areas are derived using the pool realized rate of return,

The Total Interstate Access columns consist of data summed from the Common
Line and Traffic Sensitive categories. Exchange carriers not included in NECA's
Form 482 filed an interstate access tariff during the monitoring period and file their
own Form 492 pursuant to Commission rules.

NECA reports the Rate of Retum as an aggregate for the Traffic Sensitive category

for monitoring purposes per Authdrized Rates of Return for Interstate Services of
AT&T Communications and Exchange Telephone Carriers, CC Docket No. 84-800

Phase |, Memorandum Opinion and Qrder, FCC 86-14 (released March 24, 1986)
atn. 51.
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| " & anonu EXCHANGEH. .
. NECA ECEIVED

CARRIER ASSOCIATIONY
R °EP 2 91599
_ Patricia A, Chirlco FCC MA"' HOOM Volce: 973-884-8087
Tariffs, F::t?sragoos"'ls & Avarage Scheduies : ) E-mnll:F;:l:imfﬁ

September 30, 1999

Ms. Katie Rangos

Industry Analysis Division

Federa! Communications Commission
445 12% Street 's.00.

Washington, D.C. 20554

.A'_ITENTION: Common Carrier Bureau
‘SUBJECT: Rate of Return Report, Form FCC 492
Decar Ms, Rangos: |

Attached please find, in accordance with Part 65.600 of the Commission’s Rules, the
Rate of Return Report covering the cumulative period of January 1, 1997 through
December 31, 1998 for the common line and traffic sensitive pools administered

If there are any questions regarding the encloséd, please call me.
Sincerely,
) by Qal.

Enclosures

cc: FCC Secretary
ITS




